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PART I – FINANCIAL INFORMATION 
Item 1. Financial Statements 

American Independence Corp. and Subsidiaries 
Consolidated Balance Sheets 

(In thousands, except share data) 
(Unaudited) 

    SEPTEMBER 30,    DECEMBER 31, 
    2003    2002 
ASSETS:         
Investments:         
 Short-term investments, at fair value   $ 4,503       $ - 
 Securities purchased under agreements to resell     -    13,874 
 Fixed maturities, at fair value    28,918    12,153 
 Equity securities, at fair value    1,463    983 
 Other investments     -     10,000 
         
 Total investments    34,884    37,010 
         
         
Cash and cash equivalents    4,221    7,581 
Restricted cash    17,770    9,860 
Accounts and notes receivable net of         
 allowance for doubtful accounts of         
 $980 and $1,000    145    889 
Accrued investment income    369    155 
Premiums receivable    1,026    - 
Fixed assets    639    550 
Deferred tax    12,427    6,628 
Reinsurance receivable    4,028    3,677 
Goodwill    23,668    12,295 
Intangible assets    3,207    1,788 
Accrued fee income    1,620    522 
Other assets     2,983     2,534 
         
 Total assets   $  106,987   $  83,489  
         
LIABILITIES AND STOCKHOLDERS'         
 EQUITY:         
Future insurance policy benefits   $ 15,898   $ 7,054 
Claim funds    16,970    9,060 
Amounts due to brokers    1,513    - 
Accounts payable, accruals and other liabilities    2,039    3,433 
Income taxes    144    520 
Restructuring reserve    972    1,717 
Net liabilities associated with discontinued operations     1,658     4,438 
         
 Total liabilities     39,194     26,222 
         
Minority interest      4,026     - 
         
 Preferred stock, $0.10 par value, 1,000 shares         
 authorized; no shares issued and outstanding    -    - 
Common stock, $0.01 par value, 15,000,000 shares         
 authorized;  9,180,695 and 9,174,583 shares issued;         
 8,417,195 and 8,411,083 shares outstanding    92    92 
Additional paid-in-capital    478,565    478,368 
Accumulated other comprehensive (loss) income     (92)    16 
Deferred stock compensation    -    (17) 
Treasury stock, at cost, 763,500 shares    (9,137)    (9,137) 
Accumulated deficit      (405,661)      (412,055)  
          
 Total stockholders' equity     63,767     57,267 
 Total liabilities and stockholders' equity   $  106,987   $  83,489 
          

 
 

The accompanying notes are an integral part of these consolidated financial statements.  
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PART I – FINANCIAL INFORMATION 
 

American Independence Corp. and Subsidiaries 
Consolidated Statements of Operations  

(In thousands, except per share data) 
 (Unaudited)  

  Three  Months Ended Nine Months Ended 
  September 30, September 30, 
  2003  2002  2003  2002 

REVENUES:         
 Premiums earned $ 11,295 $ - $ 26,267 $ - 
 Net investment income  468  380  1,503  1,187 
 Net realized gains   30  -  379  - 
 MGU fee income  3,868  -  10,734  - 
 Other income  4  -  24  - 
         
  15,665  380  38,907  1,187 
EXPENSES:         
 Selling, general and administrative, exclusive of non-cash          
  compensation expense  5,552  2,990  13,957  6,335 
 Insurance benefits, claims and reserves  7,080  -  16,279  - 
 Loss on equity investment   -  32  -  733 
 Amortization and depreciation  502  29  1,509  124 
 Non-cash compensation expense related         
  to stock options  29  266  105  1,061 
 Restructuring expense  -  -  30  502 
 Minority interest   137  -  475  - 
          
  13,300  3,317  32,355  8,755 
         
Income (loss) from continuing operations before income tax   2,365  (2,937)  6,552  (7,568) 
Provision for income taxes  91  -  272  - 
         
Income (loss) from continuing operations  2,274  (2,937)  6,280  (7,568) 
          
Discontinued Operations:         
 Loss from discontinued operations  -  -  -  (901) 
 Gain (loss) on disposition  -  (1,037)  114  (3,507) 
         
Net income (loss)  $ 2,274 $ (3,974) $ 6,394 $ (11,976) 
         
Basic income (loss) per common share:         
 Income (loss) from continuing operations $ .27 $ (.35) $ .75 $ (.90) 
 Loss from discontinued operations  -  -  -  (.11) 
 Income (loss) on disposition of discontinued operations  -  (.12)  .01  (.42) 
 Net income (loss) applicable to common shares $ .27 $ (.47) $ .76 $ (1.43)  
        
Shares used to compute basic income (loss) per share  8,417  8,395  8,409  8,394 
        
Diluted income (loss) per common share:        
 Income (loss) from continuing operations $ .27 $ (.35) $ .74 $ (.90) 
 Loss from discontinued operations -  -  -  (.11) 
 Income (loss) on disposition of discontinued operations -  (.12)  .01  (.42) 
 Net income (loss) applicable to common shares  $ .27 $ (.47) $ .75 $ (1.43)  
        
Shares used to compute diluted income (loss) per share  8,527  8,395  8,485  8,394 

 
 

The accompanying notes are an integral part of these consolidated financial statements.  
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American Independence Corp. and Subsidiaries 
Consolidated Statements of Cash Flows 

(In thousands) 
(Unaudited) 

 Nine Months Ended September 30, 
  2003  2002 
   
CASH FLOWS FROM OPERATING ACTIVITIES:   
Net Income (loss)  $ 6,394 $ (11,976) 
Adjustments to net loss:   
 Net realized gains on sales of investment securities (379) - 
 Loss from discontinued operations - 901 
 (Gain) loss  on disposal of discontinued operations (114) 3,507 
 Provision for restructuring 30 502 
 Loss on equity investment  - 733 
 Loss on write-down of impaired assets - 352 
 Amortization and depreciation 1,509 124 
 Non-cash stock compensation expense 105 1,061 
    Other 66 54 
Change in other assets and liabilities:   
 Change in policy liabilities 8,844 - 
 Change in net amounts due from and to reinsurers (351) - 
 Change in accrued fee income     (1,098) - 
 Change in premiums receivable (1,026) - 
 Change in income tax liability (376) - 
 Change in other assets and other liabilities  (2,100) (1,402) 
   
Net cash provided (used) by operating activities of continuing operations  11,504 (6,144) 
Net cash used  by operating activities of discontinued operations  (2,666) (2,426) 
   
  8,838 (8,570) 
   
CASH FLOWS FROM INVESTMENT ACTIVITIES:   
 Purchases of short -term investments (4,522) (22,000) 
 Sales and maturities of short -term investments - 27,706 
 Change in resale and repurchase agreements 13,874 - 
 Change in amounts due to and from brokers 1,513 - 
 Sales and maturities of fixed maturities 92,851 - 
 Purchases of fixed maturities (109,474)  - 
 Purchases of equity securities (901) - 
 Sales of equity securities 454 - 
 Redemption of investment in partnerships 10,000 - 
 Acquisition of Marlton, net  (16,102) - 
 Other  -  44 
   
Net cash (used) provided by investing activities of  continuing operations  (12,307)  5,750 
Net cash provided by investing activities of discontinued operations  - 2 
      
   (12,307)  5,752 
   
CASH FLO WS FROM FINANCING ACTIVITIES:   
 Payment of long-term debt - (1,444) 

   Proceeds from exercise of stock options 109 - 
Net cash provided (used) by financing activities of continuing operations 109 (1,444) 
Net cash used in financing activities of discontinued operations - - 
    
  109 (1,444) 
    
  Decrease in cash and cash equivalents (3,360) (4,262) 
    
Cash and cash equivalents, beginning of period  7,581  25,411 
    
Cash and cash equivalents, end of period $ 4,221 $ 21,149 

 
 

The accompanying notes are an integral part of these consolidated financial statements.  
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American Independence Corp. and Subsidiaries  
Notes to Consolidated Financial Statements  

 
1.    Significant Accounting Policies and Practices 
 
 (A) Business and Organization 
 
American Independence Corp. ("AMIC") is a holding company engaged in the insurance and reinsurance business through its 
wholly-owned insurance company, Independence American Insurance Company ("Independence American"), formerly First 
Standard Security Insurance Company, and its managing general underwriter subsidiaries: IndependenceCare Holdings L.L.C. 
and its subsidiaries (collectively referred to as "IndependenceCare"); Risk Assessment Strategies, Inc. ("RAS") and Voorhees 
Risk Management LLC d.b.a. Marlton Risk Group ("Marlton"). IndependenceCare, RAS and Marlton are collectively referred to 
as the "MGU Subsidiaries". 
 
On April 22, 2003, a wholly-owned subsidiary of Independence Holding Company completed its tender for one million shares of 
the common stock of the Company.  As a result of the tender, the subsidiary owns approximately 32% of the Company. 
  
 (B) Principles of Consolidation and Preparation of Financial Statements. 
 

The financial information included herein is unaudited, however, such information reflects all adjustments (consisting solely of 
normal recurring adjustments, except as otherwise noted) which are, in the opinion of management, necessary for a fair 
presentation of the consolidated balance sheets as of September 30, 2003 and December 31, 2002, and the consolidated 
statements of operations and cash flows for the interim periods ended September 30, 2003 and 2002. Additionally, certain 
reclassifications have been made to prior period financial statements in order to conform to the current period presentation. 
 
The Company has changed its fiscal year end from September 30 to December 31. As a result, the Company filed a Form 10-QT 
for the quarter ended December 31, 2002 representing the transitional reporting period. This report on Form 10-Q for the nine 
months ended September 30, 2003 represent the first three fiscal quarters of the new fiscal year ending December 31, 2003. 
Accordingly, the information for the nine months ended September 30, 2002 (as restated for discontinued operations and 
designated at the time of the original SEC reporting as the fourth fiscal quarter) is included herein for comparative purposes.  The 
Company's tax year remains unchanged at September 30.  
 
American Independence Corp.'s annual report on Form 10-K for the fiscal year ended September 30, 2002, as amended and filed 
with the Securities and Exchange Commission, should be read in conjunction with the accompanying consolidated financial 
statements.   
 
 (C) Stock -Based Compensation and Change in Accounting Princi ple 
 
In November 2002, the Company adopted certain provisions of Statement of Financial Accounting Standards No. 123, 
"Accounting for Stock-Based Compensation"("SFAS 123"). SFAS 123 established a fair-value-based method of accounting for 
stock-based compensation plans. Pursuant to the transition provisions of SFAS 123, the Company will apply the fair value 
method of accounting to all option grants issued on or after October 1, 2002. The fair value method will not be applied to stock 
option awards granted prior to October 1, 2002. Such awards will continue to be accounted for under the intrinsic value method 
pursuant to APB 25, except to the extent those prior years' awards are modified subsequent to October 1, 2002. The Company 
recorded an expense of approximately $87,000 for the nine months ended September 30, 2003 related to the issuance of 
approximately 53,000 options issued under the fair value based method. The remaining $18,000 of non-cash compensation 
expense relates to options issued under the intrinsic value method pursuant to APB 25. 
 
In December 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based Compensation - Transition and Disclosure".  
As permitted by SFAS No. 148, the Company has elected to prospectively account for all stock option grants issued on or after 
October 1, 2002, under the fair value based method.  As part of the election to prospectively account for all stock option grants 
under the fair value based method, the Company is permitted to continue accounting for all stock option grants issued before 
October 1, 2002, under the intrinsic value method. Under the fair value based method, stock compensation costs for stock option 
grants is measured at the grant date based on the value of the award, and such cost is recognized as an expense over vesting period 
of the stock option grant.  Under the intrinsic value method, compensation expense is recognized for stock options issued with an 
exercise price less than the stock's fair value on the date of grant and such expense is recognized over the vesting period.  
 
Had the Company applied the fair value based method of accounting for stock-based compensation awards issued prior to 
October 1, 2002, net income and net income per share for the three months and the nine months ended September 30, 2003, and 
2002 would have been as follows: 
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   Three Months Ended    Nine Months Ended 
   September 30,    September 30,  

   2003    2002    2003    2002 
Net income (loss) as reported  $ 2,274   $ (3,974)   $ 6,394   $ (11,976) 
Add stock-based compensation expense                  
 included in reported income   29    266    105    1,078 
Deduct stock-based compensation expense                  
 determined under the fair value based                
 method for all awards   (86)    (142)    (290)    (605) 
Pro Forma net income (loss)   $ 2,217   $ (3,850)   $ 6,209   $ (11,503) 
                
Basic income per common share:                 
  As reported   $ .27   $ (.47)   $ .76   $ (1.43)  
 Pro forma  $ .26   $ (.46)   $ .74   $ (1.37)  
                
Diluted income per common share:                
 As reported  $ .27   $ (.47)   $ .75   $ (1.43)  
 Pro forma  $ .26   $ (.46)   $ .73   $ (1.37)  
 
 
2. Income Per Common Share  
 
Included in the diluted earnings per share calculation for 2003 for the three months and nine months ended September 30, 2003 
are 110,000 and 76,000 shares from the assumed exercise of options using the treasury stock method. Net income does not change 
as a result of the assumed dilution of options.  Options were not included in the 2002 diluted earnings per share calculation as the 
result would be anti-dilutive. 
 
3. Discontinued Operations 
 
Prior to becoming an insurance holding company as a result of the acquisition of Independence American Holdings Corp. 
("IAHC") on November 14, 2002, the Company was a holding company principally engaged in providing Internet services 
through the following discontinued operations, Intelligent Communications, Inc. ("Intellicom"), Aerzone Corporation 
("Aerzone"), ISP Channel, Inc. ("ISP Channel"), Kansas Communications, Inc. ("KCI"), and Micrographic Technology 
Corporation ("MTC"). The operating results of these discontinued operations have been segregated from continuing operations 
and are reported as a loss from discontinued operations on the consolidated statements of operations.  Although it is difficult to 
predict the final results, the loss on disposition from discontinued operations includes management's estimates of costs to wind 
down the business and costs to settle its outstanding liabilities.  The actual results could differ from these estimates. The estimated 
loss on disposition reserve of all discontinued operations is reflected in net liabilities associated with discontinued operations in 
the accompanying consolidated balance sheets.  
 
Discontinued Operations of Intelligent Communications, Inc. ("Intellicom")  
 

On March 29, 2002, the Company and its wholly-owned subsidiary, Intellicom, entered into an agreement to sell its operating 
business and certain assets to Loral Cyberstar, Inc.  Following the sale of its operating business and certain assets to Loral 
Cyberstar, Inc., the Company's Board of Directors unanimously agreed to cease the operations of Intellicom on April 3, 2002. 
Principally due to the Company's guaranty of Intellicom's lease for its facility in Livermore, California, the Company has a 
remaining reserve for discontinued operations of Intellicom of $1,062,000 for this liability at September 30, 2003.  
 
Discontinued Operations of Aerzone Corporation ("Aerzone")  
 
On January 24, 2000, the Company founded Aerzone (formerly SoftNet Zone, Inc.) to provide high-speed Internet access to 
global business travelers. As part of the Aerzone business, the Company acquired Laptop Lane, on April 21, 2000. On December 
19, 2000, the Company decided to discontinue the Aerzone business in light of significant long-term capital needs and the 
difficulty of securing the necessary financing because of the current state of the financial markets.  The Company has a remaining 
reserve for discontinued operations of Aerzone of $75,000 at September 30, 2003. 
 
Discontinued Operations of ISP Channel, Inc. ("ISP Channel")  
 

On December 7, 2000, the Company's Board of Directors approved a plan to discontinue providing cable-based Internet services 
through its ISP Channel subsidiary by December 31, 2000, because consolidation in the cable television industry made it difficult 
for ISP Channel to achieve the economies of scale necessary to provide such services profitably, and the Company was no longer 
able to bear the costs of maintaining the ISP Channel.  The Company has a remaining reserve of $156,000 at September 30, 2003 
relating to the discontinued operations of ISP Channel. 
 
Discontinued Operations of Micrographic Technology Corporation ("MTC")  
 

As a result of an arbitration decision related to the sale of MTC to Global Information Distribution GmbH ("GID"), the Company 
has a remaining reserve of $49,000 relating to the loss on disposition of MTC at September 30, 2003 (see Note 6). The loss relates 
to the arbitration award plus related expenses. MTC was previously owned by the Company, and was  sold to GID on September 
30, 1999.   
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Discontinued Operations of Kansas Communications, Inc ("KCI")  
 
As a result of the February 12, 1999 sale of the assets of the telecommunications segment, KCI, to Convergent Communications 
Services, Inc. ("Convergent Communications"), the Company has a remaining reserve of $316,000 relating to the loss on 
disposition of KCI at September 30, 2003.  The loss primarily relates to additional state taxes for periods prior to the sale of KCI 
to Convergent Communications.      
 
Gain (loss) from discontinued operations is as follows (in thousands): 
 

  Three Months Ended  Nine Months Ended 
  September 30,  September 30, 
  2003  2002  2003  2002 
         
Intellicom $ - $ - $ (363) $ (4,021) 
Aerzone  -  (500)  120  (750) 
ISP Channel  -  -  146  900 
MTC  -  (537)  527  (537) 
KCI  -  -  (316)  - 
Net gain (loss) from          
 discontinued operations $ - $ (1,037) $ 114 $ (4,408) 

       
For the nine months ended September 30, 2002, the only operating segment of the Company was Intellicom. Operating results for 
the discontinued operations of Intellicom are as follows (in thousands): 
 
 

Revenues  $ 612 
   
Loss before income tax  $ (901) 
Provision for income taxes   - 
Net loss  $ (901) 

 
Net liabilities associated with discontinued operations at September 30, 2003 and December 31, 2002, are as follows (in 
thousands): 
 
 
 

 
   September 30,   December 31, 
   2003    2002 
       
Current assets  $ -  $ 2 
Other assets   4    35 
       
Total assets   4    37 
       
Current liabilities:       
 Estimated closure costs  $ 1,380  $ 3,906 
 Other accrued expense   282    569 
       
Total liabilities   1,662    4,475 
       
Net liabilities associated with discontinued       
 operations  $ 1,658  $ 4,438 
       
Intellicom   1,062   1,032 
Aerzone   75   1,740 
ISP Channel   156   350 
MTC   49   1,316 
KCI   316    - 
       
Net liabilities associated with discontinued       
 operat ions  $ 1,658  $  4,438 
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4.  Restructuring Reserve  
 

On December 28, 2000, the Company's Board of Directors approved a plan to reduce its corporate headquarters staff in 
conjunction with discontinuing the Aerzone and ISP Channel businesses.  At September 30, 2003, the Company had a remaining 
reserve of $972,000 relating to the restructuring. This reserve primarily relates to the leasehold obligations of the former corporate 
headquarters in San Francisco, California; the Company maintains an $800,000 security deposit with respect to this liability 
which is included in restricted cash. 
 
The balance of restructuring reserve as of December 31, 2002 and September 30, 2003, and activity during that period is as 
follows (in thousands): 
 

Balance, December 31, 2002: $ 1,717 
 Plus: Additional estimated costs  30 
 Less: Payments  (775) 
Balance, September 30, 2003: $    972 

 
5.  Cash, Cash Equivalents and Investments, Available-for-Sale  
 
 

Cash equivalents consist of securities with maturities of three months or less from date of purchase. 
 
All investments are classified as available-for-sale. Available-for-sale securities are carried at fair value based on quoted market 
prices. Unrealized gains or losses, net of deferred income taxes, are credited or charged, as appropriate, to other comprehensive 
income. Net unrealized holding (losses) gains amounted to $ (92,000) and $16,000 as of September 30, 2003 and December 31, 
2002, respectively, and is reflected in accumulated other comprehensive income on the consolidated balance sheet. 
 
Fixed maturities and equity securities consist of the following as of September 30, 2003 (in thousands): 
 
      Gross   Gross   Fair 
      Unrealized   Unrealized   Market 
   Cost   Gain   Loss   Value 
Fixed maturities              
 U.S. Government and agencies obligations   $ 6,052   $ 68   $ (37)   $ 6,083 
 Collateralized mortgage obligations  and other  

asset backed securities 
 

13,418 
   

44  
  

(166) 
   

13,296 
 Corporate securities   9,568    133    (162)    9,539 
                
  $ 29,038   $ 245   $ (365)   $ 28,918 
                
Equity securities               
 Preferred stock $ 1,435   $ 35   $ (7)   $ 1,463 
 
 
Fixed maturities and equity securities consist of the following as of December 31, 2002 (in thousands): 
 
 
      Gross   Gross   Fair 
      Unrealized   Unrealized   Market 
   Cost   Gain   Loss   Value 
Fixed maturities              
 U.S. Government and agencies obligations   $ 5,380   $ 112   $ (15)   $ 5,477 
 Collateralized mortgage obligations  and other  

asset backed securities 
 

5,355 
   

74  
  

(8) 
   

5,421 
 Corporate securities   1,325    -    (70)    1,255 
                
  $ 12,060   $ 186   $ (93)   $ 12,153 
                
Equity securities               
 Common stock $ 197   $ 18   $ -   $ 215 
 Preferred stock  754    14    -    768 
                
  $ 951   $ 32   $ -   $ 983 
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6.   Commitments and Contingencies 
 

Legal Proceedings 
 
On September 26, 2001, Lucent Technologies Inc. ("Lucent") brought an action in San Francisco Superior Court against 
American Independence Corp. and subsidiaries (the "Company"), alleging that the Company breached a contract by failing to 
purchase Lucent's shares in Freewire Networks, Inc. ("Freewire")  and claiming damages of approximately $3.5 million, 
increasing over time. The Company settled this claim in March, 2003 within applicable reserved amounts.  
 

On November 9, 2001, Nokia Inc. ("Nokia") commenced an action in San Francisco Superior Court against the Company and 
Aerzone Corporation ("Aerzone"), alleging breach of contract arising out of Aerzone's proposed operations in certain airports. 
The Company  settled this claim in April, 2003 within applicable reserved amounts.  
 
On October 30, 2001, Global Information Distribution GmbH ("GID") commenced a demand for arbitration against the 
Company, alleging breach of contract and warranties relating to the sale of Micrographic Technology Corporation ("MTC") to 
GID on September 30, 1999. On January 16, 2003, the arbitrator awarded GID $512,000 as the balance of uncollected accounts 
receivable as of August 31, 2002 net of specific reserves. GID's claims for interest, collection costs, related expenses and 
attorneys' fees were settled in full in April, 2003 within applicable reserved amounts.  
 
The Company is also involved in certain legal proceedings and claims, which arise in the ordinary course of its businesses.  The 
Company has established reserves that it believes are sufficient given information presently available related to its outstanding 
legal proceedings and claims. The Company believes the results of the other pending legal proceedings and claims are not 
expected to have a material adverse effect on its results of operations, financial condition or cash flows.  
 
7.     Comprehensive Income (Loss)  
 

The components of comprehensive income (loss) for three months and nine months ended September 30, 2003 and 2002 are as 
follows (in thousands): 
 

 Three Months Ended  Nine Months Ended 
  2003  2002  2003  2002 
         
Net income (loss)  $ 2,274 $ (3,974) $ 6,394 $ (11,976) 
Unrealized gains (losses)   (329)  16  (108)  531 
         
Comprehensive income (loss)  $ 1,945 $ (3,958) $ 6,286 $ (11,445) 

 
8.    Supplemental Cash Flow Information 
 

The supplemental cash flow information for the nine months ended September 30, 2003 and 2002 is as follows (in thousands): 
 
 
 
 

  Nine Months Ended 
 September 30, 

  2003   2002 
Cash paid:      
 Interest  $ -  $ - 
 Income taxes  625   - 

 
 
 

Income taxes paid primarily relate to taxes paid by IAHC for the period prior to the November 14, 2002 acquisition.  
 
 
9.   Purchase Accounting 
 

IAHC 

On November 14, 2002, the Company acquired IAHC from Independence Holding Company ("IHC") for $31,920,000 in cash, 
which is accounted for using the purchase method.  The total purchase price of approximately $35,755,000 consists of the 
$31,920,000 cash paid to IHC, and $3,835,000 of direct transaction costs. Direct transaction costs include fees to Bear, Stearns & 
Co. Inc. of $1,880,000. 
 
Under the purchase method of accounting, the total estimated purchase price is allocated to IAHC's net tangible and intangible 
assets based on their estimated fair values as of the date of the completion of the acquisition.  Based on an independent valuation, 
the estimated purchase price is allocated as follows (in thousands): 
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Assets:     
 Tangible assets   $ 31,461 
 Amortizable broker/TPA relationships intangible asset     1,900 
 Goodwill and intangible assets with indefinite lives     12,395 
 Net deferred tax asset     6,616 
Liabilities    (16,617) 
     
   $ 35,755 

 
 
 
Of the total purchase price, $31,461,000 has been allocated to net tangible assets acquired and $1,900,000 has been allocated to 
amortizable intangible assets acquired.  The depreciation and amortization related to the fair value adjustment to net tangible 
assets and the amortization related to the amortizable intangible assets are reflected in the consolidated statements of operations. 
The intangible assets are being written off over the five years following the acquisition based on the respective discounted cash 
flows. 
 

Of the total purchase price, approximately $12,395,000 has been allocated to goodwill and intangible assets with indefinite lives.  
Goodwill represents the excess of the purchase price of an acquired business over the fair value of the underlying net tangible and 
intangible assets.  Intangible assets with indefinite lives consist of the estimated fair value allocated to the licenses of 
Independence American Insurance Company. 
 
Marlton 

On February 10, 2003, but effective as of January 1, 2003, the Company acquired 80% of the business of an employer medical 
stop-loss MGU and an affiliated entity (the "Acquired MGUs"). The acquisition was accomplished by the formation of Voorhees 
Risk Management LLC d.b.a. Marlton Risk Group ("Marlton") into which the Acquired MGUs contributed all of their assets, and 
the Company contributed $16,000,000 cash for an 80% ownership interest.  The Company's cash contribution was then 
distributed to the Acquired MGUs together with the remaining 20% interest in Marlton, and Marlton assumed all of the liabilities 
of the Acquired MGUs. Under certain circumstances set forth in the Limited Liability Company Agreement of Marlton, the 
Company has the right and/or obligation to purchase some or all of the minority interests in Marlton. The total purchase price of 
approximately $16,102,000 consists of $16,000,000 of cash and $102,000 of estimated direct transaction costs.  
 
 
 
 
 

Assets:     
 Tangible assets   $ 5,323 
 Amortizable broker/TPA relationships intangible asset    2,800 
 Goodwill     11,373 
 Net deferred tax asset     5,760 
Liabilities    (5,128) 
Minority interest     (4,026) 
     
     
   $ 16,102 

 
 
 

Of the total purchase price, $5,323,000 has been allocated to net tangible assets acquired and $2,800,000 has been allocated to 
amortizable intangible assets acquired.  The depreciation and amortization related to the fair value adjustment to net tangible 
assets and the amortization related to the amortizable intangible assets are reflected in the consolidated statements of operations. 
The intangible asset is being written off over the five years following the acquisition based on the respective discounted cash 
flows. 
 
 

Of the total purchase price, approximately $11,373,000 has been allocated to goodwill. Goodwill represents the excess of the 
purchase price of an acquired business over the fair value of the underlying net tangible and intangible assets.  
 
 
10.   Segment Information 
 

As a result of the Company's Board of Directors decision to discontinue the last of its former business segments in April 2002, 
segment information for all periods prior to the acquisition of IAHC has been restated.  Management has reclassified its segment 
information to show its direct insurance operation separately from its MGU  operations, which is how management currently 
reviews its operations.  Segment information is as follows: 
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  Three Months Ended   Nine Months Ended 
  September 30,   September 30, 
  2003   2002   2003   2002 
            
Revenues:            
Independence American $ 11,743  $ -  $ 27,403  $ - 
MGU Subsidiaries  3,881   -   10,789   - 
Corporate  11   380   336   1,187 
Net realized gains  30   -   379   - 
            
 $ 15,665  $ 380  $ 38,907  $ 1,187 

             
Operating income (loss) from            
 continuing operations:             
Independence American $ 1,328  $ -  $ 3,490  $ - 
MGU Subsidiaries  1,288   -   3,007   - 
Corporate  (281)   (2,937)     (324)   (7,568) 
Net realized gains  30   -   379   - 
            
 $ 2,365  $ (2,937)   $ 6,552  $ (7,568) 

 
 
11.   Reverse Split  
 
On February 13, 2003, the shareholders of the Company voted in favor of a one-for-three reverse stock split. The purpose of the 
reverse stock split was to increase the Company's stock price to over $5.00 per share in order to avoid a delisting of the 
Company's common stock from the Nasdaq National Market. Although currently listed on the NASDAQ National Market, the 
Company was required to comply with NASDAQ's initial listing requirements because of the discontinuation of its prior business 
and acquisition of its current insurance operations.  The effect of the reverse split has been reflected in all periods in the 
accompanying consolidated financial statements and notes thereto. 
 
12.   Consent Solicitation 
 
The holders of a majority of the Company's Common Stock of record on July 1, 2003 executed written consents in lieu of a 
meeting of stockholders to amend the Amended and Restated Articles of Incorporation of the Registrant to decrease the number 
of authorized shares of capital stock to 15,001,000.  The Company filed with the Secretary of State of Delaware a Certificate of 
Amendment to the Company's Amended and Restated Articles of Incorporation on July 15, 2003. 
 
13.   New Accounting Pronouncements  
 
In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal Activities" ("SFAS 146") 
which addresses costs associated with an exit activity (including restructuring) or with disposal of long-lived assets. Those 
activities can include eliminating or reducing product lines, terminating employees and contracts, and relocating plant facilities 
and personnel. The provisions of SFAS 146 will not supersede the accounting requirements for costs to restructure operations 
acquired in a business combination. Under SFAS 146, companies are required to record a liability for a cost associated with an 
exit or disposal activity when that liability is incurred and can be measured at fair value. The new requirements are effective 
prospectively for exit and disposal activities initiated after December 31, 2002. The adoption of SFAS 146 effective as of January 
1, 2003 did not have an effect on the Company's consolidated financial statements.  
 
In November 2002, the FASB issued FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure Requirements for 
Guarantees, Including Indirect Guarantees of Indebtedness of Others" ("FIN 45").  This interpretation requires that certain 
disclosures be made by a guarantor in its financial statements about its obligations under guarantees, effective for financial 
statements for periods ending after December 15, 2002.  FIN 45 also requires the recognition, at fair value, of a liability by a 
guarantor at the inception of certain guarantees issued or modified after December 31, 2002.   FIN 45 did not have an effect on 
the Company's consolidated financial statements.  
 
In January 2003, the FASB issued FASB Interpretation No. 46, "Consolidation of Variable Interest Entities" ("FIN 46"). This 
interpretation provides guidance on the identification of entities controlled through means other than voting rights.  FIN 46 
specifies how a business enterprise should evaluate its interests in a variable interest entity to determine whether to consolidate 
that entity.  A variable interest entity must be consolidated by its primary beneficiary if the entity does not effectively disperse 
risks among the parties involved.  In October 2003, the FASB deferred application of FIN 46 from July 1, 2003 to December 31, 
2003, for VIEs entered into prior to February 1, 2003. The Company has not entered into any new ventures since February 1, 
2003.  The adoption of FIN 46 is not expected to have a prospective impact on the Company's consolidated financial statements.  
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In April 2003, the FASB issued SFAS No. 149, "Amendment of Statement 133 on Derivative Instruments and Hedging 
Activities" ("SFAS 149"). SFAS 149 amends and clarifies financial accounting and reporting for derivative instruments, including 
certain derivative instruments embedded in other contracts and for hedging activities under SFAS No. 133, "Accounting for 
Derivative Instruments and Hedging Activities". SFAS 149 will be effective for contracts entered into or modified after June 30, 
2003.   The Company adopted SFAS 149 on July  1, 2003.  The adoption of SFAS 149 did not have an effect on the Company's 
consolidated financial statements.  

On May 15, 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with Characteristics of Both 
Liabilities and Equity" ("SFAS 150"). SFAS 150 requires issuers to classify as liabilities (or assets in some circumstance) three 
classes of freestanding financial instruments that embody obligations for the issuer.  SFAS 150 is applicable now for instruments 
issued since SFAS 150 was issued, and as of July 1, 2003, for instruments that predate SFAS 150's issuance. On November 7, 
2003, the FASB issued Financial Statement Position 150-3 which among other things deferred indefinitely certain portions of 
SFAS 150 affecting the accounting for minority interests representing non-controlling interests in finite life entities. The adoption 
of SFAS 150, as modified, did not have a significant effect at adoption nor is it expected to have a prospective impact on the 
Company's consolidated financial statements.  
 
 Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations  
 

This Form 10-Q contains forward-looking statements that involve risks and uncertainties.  The actual consolidated results of 
American Independence Corp.("AMIC") and Subsidiaries (collectively referred to as the "Company") could differ significantly 
from those set forth herein.  Factors that could cause or contribute to such differences include, but are not limited to, those 
discussed in "Factors Affecting the Company's Operating Results" as set forth in the Company's annual report on Form 10-K for 
the fiscal year ended September 30, 2002, as filed with the Securities and Exchange Commission, and "Management's Discussion 
and Analysis of Financial Condition and Results of Operations" as well as those discussed elsewhere in this quarterly report.  
Statements contained herein that are not historical facts are forward-looking statements that are subject to the safe harbor 
created by the Private Securities Litigation Reform Act of 1995.  Words such as "believes", "anticipates", "expects", "intends", 
"estimates", "likelihood", "unlikelihood", "assessment", and "foreseeable" and other similar expressions are intended to identify 
forward-looking statements, but are not the exclusive means of identifying such statements.  A number of important factors could 
cause the Company's actual results for the year ending December 31, 2003, and beyond to differ materially from past results and 
those expressed or implied in any forward-looking statements made by the Company, or on its behalf.  The Company undertakes 
no obligation to release publicly the results of any revisions to these forward-looking statements that may be made to reflect 
events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.  
 

The following discussion of the financial condition and results of operations of the Company should be read in conjunction with, 
and is qualified in its entirety by reference to, the Consolidated Financial Statements of the Company and the related Notes 
thereto appearing in our annual report on Form 10-K for the fiscal year ended September 30, 2002 and our transition report for 
the quarter ended December 31, 2002, as filed with the Securities and Exchange Commission and our Consolidated Financial 
Statements and related Notes thereto appearing elsewhere in this quarterly report. 
 
Overview 
 

On July 30, 2002, American Independence Corp. (formerly known as SoftNet Systems, Inc.) entered into an agreement to acquire 
First Standard Holdings Corp. from SSH Corp. and Independence Holding Company ("IHC") for $31,920,000 in cash.  
Subsequently at the Special Meeting of Stockholders on November 14, 2002, the Company's stockholders approved the stock 
purchase agreement between the Company, SSH Corp. and IHC (the "Purchase Agreement"), and approved the Company's name 
change to American Independence Corp. Also on November 14, 2002, the Company consummated the transactions contemplated 
by the Purchase Agreement and First Standard Holdings Corp. changed its name to Independence American Holdings Corp. 
("IAHC"). IAHC is engaged in the insurance and reinsurance business through its insurance company, Independence American 
Insurance Company ("Independence American"), formerly First Standard Security Insurance Company, and its managing general 
underwriter subsidiaries: IndependenceCare Holdings L.L.C. and its subsidiaries (collectively referred to as "IndependenceCare"); 
Risk Assessment Strategies, Inc. ("RAS") and (as of January 1, 2003) Voorhees Risk Management LLC d.b.a. Marlton Risk 
Group ("Marlton"). IndependenceCare, RAS and Marlton are collectively referred to as the "MGU Subsidiaries". 
 
The Company has entered into a service agreement with IHC under which the Company's operations are being directed by IHC 
management and employees.  
 
On February 10, 2003, but effective as of January 1, 2003, the Company acquired 80% of the business of an employer medical 
stop-loss MGU and an affiliated entity (the "Acquired MGUs"). The acquisition was accomplished by the formation of Marlton 
into which the Acquired MGUs contributed all of their assets, and the Company contributed $16,000,000 cash for an 80% 
ownership interest.  The Company's cash contribution was then distributed to the Acquired MGUs together with the remaining 
20% interest in Marlton, and Marlton assumed all of the liabilities of the Acquired MGUs.  
 

 
Independence American Insurance Company 
Independence American, which is domiciled in Delaware, is licensed to write property and/or casualty insurance in 24 states, (of 
which 21 have been added in the last two years) and has a B+ (Very Good) rating from A.M. Best Company ("A.M. Best").  An 
A.M. Best rating is assigned after an extensive quantitative and qualitative evaluation of a company's financial condition and 
operating performance, and is also based upon factors relevant to policyholders, agents, and intermediaries, and is not directed 
toward protection of investors.  A.M. Best ratings are not recommendations to buy, sell or hold securities of the Company.  In 
December 2002, the Company contributed $10,000,000 to Independence American. Independence American's statutory capital 
and surplus as of September 30, 2003 was $26,479,000. 
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Managing General Underwriters  
 

IndependenceCare is an MGU for the employer medical stop-loss, provider excess loss and HMO Reinsurance products of 
Standard Life, Independence American and Madison National Life.  IndependenceCare has agreements with another carrier to 
write business on its behalf in the event of marketing conflicts or regulatory requirements.  IndependenceCare has three operating 
subsidiaries, IndependenceCare Underwriting Services - Minneapolis L.L.C., IndependenceCare Underwriting Services - 
Tennessee L.L.C. and IndependenceCare Underwriting Services -  Southwest L.L.C.  IndependenceCare's experienced staff of 24 
employees is responsible for marketing, underwriting, billing and collecting premiums, and administering and adjudicating 
claims. 
 

RAS is an MGU for employer medical stop-loss and group life for Standard Life. RAS also has an agreement with another carrier 
to write stop-loss on its behalf in the event of marketing conflicts. RAS, which is based in South Windsor, Connecticut, employs 
11 experienced marketing, underwriting and claims personnel. 
 
Marlton is an MGU for employer medical stop-loss and group life for Standard Life. This MGU also writes stop-loss through two 
other carriers in the event of marketing conflicts. Marlton, which is based in Voorhees, New Jersey, has 28 experienced 
marketing, underwriting, medical management and claims employees.  
 

Discontinued Operations  
 
Prior to becoming an insurance holding company as a result of the acquisition of Independence American Holdings Corp. on 
November 14, 2002, the Company was a holding company principally engaged in providing Internet services through the 
following discontinued operations, Intelligent Communications, Inc. ("Intellicom"), Aerzone Corporation ("Aerzone"), ISP 
Channel, Inc. ("ISP Channel"), Kansas Communications, Inc. ("KCI"), and Micrographic Technology Corporation ("MTC"). The 
loss on disposition of discontinued operations includes management's estimates of costs to wind down the business and costs to 
settle its outstanding liabilities.  
 
Critical Accounting Policies 
 

The preparation of consolidated financial statements and related disclosures in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of the revenues and expenses during the reporting period.  Actual results could differ from those estimates.  The 
Company believes the following critical accounting policies are significantly affected by judgments, assumptions and estimates 
used in preparation of its consolidated financial statements.  For a detailed discussion on the applicat ion of these and other 
accounting policies, see Note 2 to the consolidated financial statements in the Company's annual report on Form 10-K for the 
fiscal year ended September 30, 2002.  
 

Discontinued Operations 
 

The Company accounts for discontinued operat ions in accordance to Accounting Principles Board Opinion No. 30 ("APB 30"), 
Reporting the Results of Operations - Reporting the Effects of Disposal of a Segment of Business, and Extraordinary, Unusual 
and Infrequently Occurring Events and Transactions.  Under APB 30, the Company accrued estimates of expected liabilities 
related to discontinued operations through its eventual discharge.  The estimated remaining liabilities related to discontinued 
operations include contract terminations, litigation and loss from operations subsequent to September 30, 2003.  The Company 
reviews the estimated closure costs liability on a quarterly basis to determine changes in the costs of the discontinued operations 
activities.  
 

Restructuring Expense 
 

The Company recorded restructuring expenses related to an approved plan to reduce corporate headquarters staff and to relocate 
its corporate offices in conjunction with discontinuing the Aerzone, ISP Channel and Intellicom businesses.  These restructuring 
expenses are based on estimates of the expected costs associated with employee severance, lease terminations, professional fees 
and facility relocation.  The Company reviews the estimated restructuring costs accrual on a quarterly basis to determine changes 
in the costs of the restructuring activities.  
 

Impairment of Long-lived Assets 
 

The Company evaluates long-lived assets for impairment whenever current events or changes in circumstances, as defined in 
Statement of Financial Accounting Standards No. 144 ("SFAS 144"), Accounting for the Impairment or Disposal of Long-Lived 
Assets and for Long-Lived Assets,  indicate that the carrying value of an asset may not be recoverable based on expected 
undiscounted cash flows attributable to that asset.  The amount of any impairment is measured as the difference between the 
carrying value and the fair value of the impaired asset. 
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Goodwill 

In accordance with Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible Assets, goodwill and 
intangible assets with indefinite lives resulting from business combinations completed subsequent to June 30, 2001, will not be 
amortized but instead will be tested for impairment at least annually (more frequently if certain indicators are present). In the 
event that the management of the combined company determines that the value of goodwill or intangible assets with indefinite 
lives has become impaired, the combined company will incur an accounting charge for the amount of impairment during the fiscal 
quarter in which the determination is made. 

Premium and MGU Fee Income Revenue Recognition 
 
Premiums from short -duration contracts will be recognized as revenue over the period of the contracts in proportion to the amount 
of insurance protection provided.  The Company records MGU fee income as policy premium payments are earned.  The 
Company records profit sharing commissions, which are a component of MGU fee income and are based upon certain 
underwriting and profitability benchmarks in the period in which the Company believes they are realizable based on the claims 
incurred to date. 
 
Investments  
 

The Company accounts for its investments in debt and equity securities under Statement of Financial Accounting Standards No. 
115 ("SFAS 115"), Accounting for Certain Investments in Debt and Equity Securities. The Company has classified all of its 
investments as available-for-sale securities.  These investments are carried at fair value based on quoted market prices with 
unrealized gains and losses reported in accumulated other comprehensive income (loss) in the accompanying consolidated 
balance sheets.  Net realized gains and losses on investments are computed using the specific identification method and are 
reported in net realized gains, (losses) in the accompanying consolidated statements of operations.  Declines in value judged to be 
other-than-temporary are determined based on the specific identification method and are reported in the accompanying 
consolidated statements of operations as net realized gains (losses). 
 
Reserves 
 
Liabilities for future insurance policy benefits on short -term medical coverages were computed using completion factors and 
expected loss ratios derived from actual historical premium and claim data. These methods are widely used in the health insurance 
industry to estimate the liabilities for future insurance policy benefits. Inherent in these calculations are management and actuarial 
judgments and estimates (within industry standards) which could significantly impact the ending reserve liabilities and, 
consequently, operating results. Actual results may differ, and these estimates are subject to interpretation and change. 
Management believes that the Company's method of estimating the liabilities for future insurance policy benefits provides an 
adequate level of reserves at September 30, 2003. 
 
Results of Operations for the Three Months Ended September 30, 2003, Compared to the Three Months Ended September 
30, 2002 
 
Due to the acquisition of the insurance operations of IAHC, certain line items only appear in the 2003 Consolidated Statement of 
Operations.  
 
Premiums Earned.  The Company earned $11,295,000 of premiums on insurance business of Independence American for the 
three months ended September 30, 2003.  
 
Net Investment Income.  Net investment income increased $88,000 to $468,000 for the three months ended September 30, 2003, 
compared to $380,000 for the three months ended September 30, 2002, mainly due to a higher yield from investments in fixed 
maturities in 2003.  Investment income in 2002 is mainly from short -term invest ments.  
 
Net Realized Gains.   The Company realized net gains of $30,000 from sales of its investments for the three months ended September 
30, 2003.  Decisions to sell securities are based on cash flow needs, investment opportunities, and economic and market 
conditions, thus creating fluctuations in gains or losses from period to period.  
 
MGU Fee Income.  The Company earned $3,868,000 of fee income from its MGUs for the three months ended September 30, 
2003.   
 
 

Selling, General and Administrative.  Selling, general, and administrative expenses increased $2,562,000 to $5,552,000 for the 
three months ended September 30, 2003, compared to $2,990,000 for the three months ended September 30, 2002. The increase is 
primarily due to commission expense from Independence American and operating expenses from the MGUs.  
 
Insurance Benefits, Claims and Reserves.   Insurance benefits claims and reserves amounted to $7,080,000 related to the 
premiums earned by Independence American for the three months ended September 30, 2003. 
 
Amortization and Depreciation.  Amortization and depreciation expense increased $473,000 to $502,000 for the three months 
ended September 30, 2003, compared to $29,000 for the three months ended September 30, 2002.  The expense for September 30, 
2003 relates mainly to the amortization of the intangible assets for the value of broker/TPA relationships of the MGUs. These 
assets were part of the purchase price adjustments for the acquisition of IAHC and Marlton. 



 16

Non-Cash Compensation Expense Related to Stock Options.  The Company recognized non-cash compensation expense related to 
stock options of $29,000 for the three months ended September 30, 2003. This expense relates to the fair value of options issued 
for the three months ended June 30, 2003 accounted for under SFAS No. 123. The expense for the three months ended September 
30, 2002 of $266,000 relates to options accounted for under APB 25. 
 

Income Taxes.  The Company had no net provision for Federal income taxes for the three months ended September 30, 2003 and 
2002 as a result of Federal net operating tax losses incurred during their tax years ended September 30.  In assessing the 
realizability of the Company's deferred tax assets (the "DTA"), the Company's management periodically considers whether it is 
more likely than not that some portion or all of the DTA will not be realized.  Prior to the acquisition of IAHC and Marlton (the 
"Acquisition"), AMIC had established a 100 percent valuation allowance for all of its DTA, including its Federal net operat ing tax 
loss carryforwards.  After the Acquisition, based on purchase accounting, AMIC's valuation allowance was reduced  by 
approximately $12,400,000 for the recognition of the amount of DTA that Company's management believed was more likely than 
not to be realized.  This determination was based on projections of future taxable income of IAHC and Marlton.  Beginning with 
the Company's tax period starting on October 1, 2003, it is anticipated that any future earnings will be reduced by a deferred tax 
charge for Federal income taxes (before consideration of any changes in the existing valuation allowance) as the result of the 
expected utilization of the Company's Federal net operating tax loss carryforwards, even though AMIC will not pay any Federal 
income taxes (except for any Federal alternative minimum taxes) until the Federal net operating tax loss carryforwards are fully 
utilized.  The Company did record a $91,000 provision for state and local income taxes for the three months ended September 30, 
2003. 
 
Gain (Loss) on Disposition. Loss on disposition was $0 for the three months ended September 30, 2003, compared to a loss of 
$(1,037,000) for the three months ended September 30, 2002.  The loss in 2002 relates to costs associated with winding down 
Aerzone and MTC. 
 
Net Income (Loss) .  The Company had net income of $2,274,000, or $.27 per share, diluted, for the three months ended 
September 30, 2003, compared to a net loss of $3,974,000, or $.47 per share, diluted, for the three months ended September 30, 
2002. 
 
Results of Operations for the Nine Months Ended September 30, 2003, Compared to the Nine Months Ended September 
30, 2002 
 
Due to the acquisition of the insurance operations of IAHC, certain line items only appear in the 2003 Consolidated Statement of 
Operations.  
 
Premiums Earned.  The Company earned $26,267,000 of premiums on insurance business of Independence American for the nine 
months ended September 30, 2003.  
 
Net Investment Income.  Net investment income increased $316,000 to $1,503,000 for the nine months ended September 30, 
2003, compared to $1,187,000 for the nine months ended September 30, 2002, mainly due to higher yields from investments in 
partnerships and fixed maturities in 2003. 
 
Net Realized Gains.  The Company earned $379,000 from sales of its investments for the nine months ended September 30, 2003.  
Decisions to sell securities are based on cash flow needs, investment opportunities, and economic and market conditions, thus 
creating fluctuations in gains or losses from period to period. 
 
MGU Fee Income.  The Company earned $10,734,000 of fee income from its MGUs for the nine months ended September 30, 
2003.   
 

Selling, General and Administrative.  Selling, general, and administrative expenses increased $7,622,000 to $13,957,000 for the 
nine months ended September 30, 2003, compared to $6,335,000 for the nine months ended September 30, 2002. The increase is 
primarily due to commission expense from Independence American and operating expenses from the MGUs.  
 
Insurance Benefits, Claims and Reserves.   Insurance benefits claims and reserves amounted to $16,279,000 related to the 
premiums earned by Independence American for the nine months ended September 30, 2003. 
 
Loss on Equity Investment.  The loss of $733,000 for the nine months ended September 30, 2002 relates primarily to a $230,000 
loss on common stock shares of SkyNet Global Limited and a $471,000 loss on preferred stock shares of SkyNet Global Limited.  
 
Amortization and Depreciation.  Amortization and depreciation expense increased $1,385,000 to $1,509,000 for the nine months 
ended September 30, 2003, compared to $124,000 for the nine months ended September 30, 2002.  The expense for September 
30, 2003 relates mainly to the amortization of the intangible assets for the value of broker/TPA relationships of the MGUs. These 
assets were part of the purchase price adjustments for the acquisition of IAHC and Marlton. 
 
Non-Cash Compensation Expense Related to Stock Options.  The Company recognized non-cash compensation expense related to 
stock options of $105,000 for the nine months ended September 30, 2003.  This expense includes two components: an expense of 
$87,000 relating to the fair value of options issued for the nine months ended September 30, 2003 accounted for under SFAS No. 
123. and an expense of $18,000 for options issued prior to October 1, 2002 accounted for under the intrinsic value method of 
APB 25.  The expense for the nine months ended September 30, 2002 of $1,061,000 relates to options accounted for under APB 
25.  
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Restructuring Expense.  The Company increased the restructuring reserve by $502,000 for the nine months ended September 30, 
2002 as a result of additional estimated lease termination costs associated with Company headquarters.  
 
Income Taxes.  The Company had no net provision for Federal income taxes for the nine months ended September 30, 2003 and 
2002 as a result of Federal net operating tax losses incurred during their tax years ended September 30.  In assessing the 
realizability of the Company's deferred tax assets (the "DTA), the Company's management periodically considers whether it is 
more likely than not that some portion or all of the DTA will not be realized.  Prior to the acquisition of IAHC and Marlton (the 
"Acquisition"), AMIC had established a 100 percent valuation allowance for all of its DTA, including its Federal net operating tax 
loss carryforwards.  After the Acquisition, based on purchase accounting, AMIC's valuation allowance was reduced  by 
approximately $12,400,000 for the recognition of the amount  of DTA that Company's management believed was more likely than 
not to be realized.  This determination was based on projections of future taxable income of IAHC and Marlton. Beginning with 
the Company's tax period starting on October 1, 2003, it is anticipated that any future earnings will be reduced by a deferred tax 
charge for Federal income taxes (before consideration of any changes in the existing valuation allowance) as the result of the 
expected utilization of the Company's Federal net operating tax loss carryforwards, even though AMIC will not pay any Federal 
income taxes (except for any Federal alternative minimum taxes) until the Federal net operating tax loss carryforwards are fully 
utilized.  The Company did record a $272,000 provision for state and local income taxes for the nine months ended September 30, 
2003 
 
Loss from Discontinued Operations. As a result of the decision by the Board of Directors to discontinue the operations of 
Intellicom on March 29, 2002, the loss on operations for the nine months ended September 30, 2002 of $901,000 has been 
reclassified as loss from discontinued operations.  
 
Gain (Loss) on Disposition. Loss on disposition decreased $3,621,000 to income of $114,000 for the nine months ended 
September 30, 2003, compared to a loss of $3,507,000 for the nine months ended September 30, 2002. The gain in 2003 is 
primarily attributable to lower than expected interest and expenses with regard to the arbitration award on MTC, substantially 
offset by additional reserves on Intellicom related to the lease obligations of the Livermore facility.  The loss in 2002 is mainly 
due to costs associated with winding down Intellicom. 
 
Net Income (Loss) .  The Company had net income of $6,394,000, or $.75 per share, diluted, for the nine months ended September 
30, 2003, compared to a net loss of $11,976,000, or $1.43 per share, diluted, for the nine months ended September 30, 2002. 
 
Liquidity and Capital Resources  
 

Independence American Insurance Company  
 
IAIC principally derives cash flow from: (i) operations; (ii) the receipt of scheduled principal payments on its portfolio of fixed 
income securities; and (iii) earnings on investments. Such cash flow is partially used to finance liabilities for insurance policy 
benefits and reinsurance obligations. These liabilities represent long-term and short -term obligations which are calculated using 
certain assumed interest rates.  
 
Corporate 
 
Corporate principally derives cash flow funds principally from: dividends from its subsidiaries and investment income from 
Corporate liquidity. There are no regulatory constraints on the MGU Subsidiaries' ability to dividend to the parent company, 
however, state insurance laws have provisions relating to the ability of IAIC to dividend to the parent company. 
 
As of September 30, 2003, the Company had $37,592,000 in cash, cash equivalents, and investments net of amounts due to 
brokers compared with $44,591,000 as of December 31, 2002.  
 

Net cash provided by operating activities of continuing operations for the nine months ended September 30, 2003 was 
$11,504,000.  These results from net income of $6,280,000 from continuing operations,  gain of $114,000 from discontinued 
operations and a net decrease in other assets and liabilities of $5,110,000 which includes several non-cash items including stock 
compensation expense of $105,000 and amortization and depreciation expense of $1,509,000.  Net cash used in operating 
activities of discontinued operations was $2,666,000. 
 

Net cash used by investing activities of continuing operatio ns for the nine months ended September 30, 2003 was $12,307,000.  
This use of cash results from the acquisition of Marlton for $16,102,000, net, and net cash provided of $3,795,000 from sale of all 
other investments, net of purchases.  Under certain circumstances set forth in the Limited Liability Agreement of Marlton, the 
Company has the right and/or obligation to purchase some or all of the minority interest in Marlton. 
 
Net cash provided by financing activities from continuing operations was $109,000 resulting from the exercise of common stock 
options for the nine months ended September 30, 2003.   
 
The Company believes it has sufficient cash to meet its currently anticipated business requirements over the next twelve months 
including the funding of discontinued operations, working capital requirements, and capital investments. The Company expects 
continued reductions in cash usages from its discontinued operations for the remainder of the year ending December 31, 2003. 
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Item 3. Quantitative and Qualitat ive Disclosures about Market Risk 
 

Risk Management  
 
The Company manages interest rate risk by seeking to maintain a portfolio with a duration and average life that falls within the 
band of the duration and average life of the applicable liabilities, and may utilize options to modify the duration and average life 
of such assets.  
 
The Company monitors its investment portfolio on a continuous basis and believes that the liquidity of Independence American 
will not be adversely affected by its current investments. This monitoring includes the maintenance of an asset -liability model that 
matches current insurance liability cash flows with current investment cash flows.  
The expected change in fair value as a percentage of the Company's fixed income portfolio at September 30, 2003, given a 100 to 
300 basis point rise or decline in interest rates is not material.  In the Company's analysis of the asset -liability model, a 100 to 300 
basis point change in interest rates on the liabilities of Independence American would not be expected to have a material adverse 
effect on the Company. With respect to its liabilities, if interest rates were to increase, the risk to the Company is minimal as there 
are no interest rate exposures on liabilities. If interest rates were to decrease substantially, the risk to the Company is that some of 
its investment assets would be subject to early redemption. This is not a material exposure because the Company would have 
additional gains in its portfolio to help offset the future reduction of investment income. With respect to its investments, the 
Company employs (from time to time as warranted) investment strategies to mitigate interest rate and other market exposures.  
 
Item 4.  Controls and Procedures 
 
The Company's management, including its President and Chief Executive Officer and Chief Financial Officer, has conducted an 
evaluation of the effectiveness of disclosure controls and procedures pursuant to Rules 13a-14 and 15d-14 of the Exchange Act.  
Based on that evaluation, each of the President and Chief Executive Officer and the Chief Financial Officer has concluded that the 
disclosure controls and procedures at September 30, 2003 are effective in ensuring that all material information required to be 
filed in this quarterly report has been made known in a timely fashion.  During the quarter ended September 30, 2003, there have 
been no significant changes in internal controls over financial reporting, or in factors that could significantly affect internal 
controls over financial reporting.  
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PART II - OTHER INFORMATION 
 

Item 1. Legal Proceedings 
 
 

On September 26, 2001, Lucent Technologies Inc. ("Lucent") brought an action in San Francisco Superior Court against 
American Independence Corp. and subsidiaries (the "Company"), alleging that the Company breached a contract by failing to 
purchase Lucent's shares in Freewire Networks, Inc. ("Freewire")  and claiming damages of approximately $3.5 million, 
increasing over time. The Company settled this claim in March, 2003 within applicable reserved amounts.  
 

On November 9, 2001, Nokia Inc. ("Nokia") commenced an action in San Francisco Superior Court against the Company and 
Aerzone Corporation ("Aerzone"), alleging breach of contract arising out of Aerzone's proposed operations in certain airports. 
The Company settled this claim in April, 2003 within applicable reserved amounts.  
 
On October 30, 2001, Global Information Distribution GmbH ("GID") commenced a demand for arbitration against the 
Company, alleging breach of contract and warranties relating to the sale of Micrographic Technology Corporation ("MTC") to 
GID on September 30, 1999. On January 16, 2003, the arbitrator awarded GID $512,000 as the balance of uncollected accounts 
receivable as of August 31, 2002 net of specific reserves. GID's claims for interest, collection costs, related expenses and 
attorneys' fees were settled in full in April, 2003 within applicable reserved amounts.  
 
The Company is also involved in certain legal proceedings and claims, which arise in the ordinary course of its businesses.  The 
Company has established reserves that it believes are sufficient given information presently available related to its outstanding 
legal proceedings and claims. The Company believes the results of the other pending legal proceedings and claims are not 
expected to have a material adverse effect on its results of operations, financial condition or cash flows.  
 
Item 2. Changes in Securities and Use of Proceeds  
 

Not Applicable 
 
Item 3. Defaults Upon Senior Securities  
 

Not Applicable 
 
Item 4. Subm ission of Matters to a Vote of Security Holders  
 
None 
 
Item 5.  Other Information 
 
Not Applicable 

    
Item 6.  Exhibits and Reports on Form 8-K 

 
31.1 Certification of president and chief executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
 
31.2 Certification of chief financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
 
32.1 Certification of principal executive officer and principal financial officer pursuant to Section 906 
        of the Sarbanes-Oxley Act of 2002. 
 

(b) Reports on Form 8-K: 
  

A current report on Form 8-K was filed with the Commission on July 30, 2003 to announce the earnings of the Company 
through June 30, 2003. 
 
A current report on Form 8-K was filed with the Commission on July 16, 2003 to announce the results of a vote of security 
holders to decrease the number of authorized shares of capital stock to 15, 001,000.  
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SIGNATURES  
 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized.  
 

AMERICAN INDEPENDENCE CORP. 
 
 
 
/s/ Roy T.K. Thung__________________________ 
Roy T.K. Thung 
President and Chief Executive Officer 

 
 
Date: 

 
 
November 13,  2003  

 
 
 
 

 
 
/s/ Teresa A. Herbert   
Teresa A. Herbert  
Vice President and Chief Financial Officer 

 
 
Date: 

 
 
November 13,  2003 
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